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After adjustment for seasonal fluctuations, real 
REAL ESTATE ACTIVITY estate activity has fallen each month for the last 

3 months. It is still 18.8% above our long-term 
computed normal, and the first 6 months of this year have been at least as good as 
the first 6 months of 1952. It is entirely possible that the last 6 months of the 
year may not be quite so good as the half we have just come through. 


From the standpoint of the number of mortgages 
MORTGAGE ACTIVITY being recorded, mortgage activity has not 

dropped by as much as one would be led to be- 
lieve from the articles constantly appearing on the tightness of money. Actually, 
the first 6 months of 1953 were considerably ahead of the first 6 months of 1952, 
although during the last 3 months there has been a very slight drop in volume. It 
is reasonable to suppose that this drop will continue during the latter part of the 
year, but there seems to be little chance that any very radical drop will take 
place in 1953. 


At the present time foreclosures are occurring 
FOREC LOSURES at the rate of 5.2 per 100,000 families. While 

this rate is higher than the rate of 1944, 1945, 
1946, 1947 and 1948, it is lower than the rate in any preceding year back to 
1875, which is as far back as we have been able to develop foreclosure figures. 
Certainly, up to the present time there has been no foreclosure problem. This is 
natural, as foreclosures do not occur in numbers when real estate prices are 
rising, and until the very recent past we have had a constantly rising market 
for 16 years. 


In the first 6 months of 1953 we have started 

NEW CONSTRUCTION 577,100 new dwelling units, in contrast with 

565, 800 in the first 6 months of 1952. This is 

an increase of 2% over a year ago. We think it probable that for the remainder 

of the year, residential construction will run below a year ago, and that we will 

end the year with close to a million new dwelling units, with a slightly greater 

probability that the figure will fall slightly below rather than slightly above the 
million mark. 

305 








During the past 7 years in spite of rent control 
our index of residential rents has climbed stead- 
ily. During the last half of 1953 we believe that 
it will climb at an accelerated rate, as in most communities rent control will end 
on July 31. 


RESIDENTIAL RENTS 


Building material prices are now 2. 3% above the 
level of a year ago. This increase has been 
fairly evenly distributed through the past year. 
It was caused primarily by increases in the cost 
of metal products and structural clay products, metal products increasing by 4. 7% 
and structural clay products by 3.1%. On the other hand, lumber increased by 
only 1.3%, which is a much smaller rise than the rise in the entire classification of 
building materials. 


WHOLESALE BUILDING 
MATERIAL PRICES 


The cost of building our standard six-room frame 
house has increased by 3.3% from July 1952 to 
July 1953, as will be seen from the chart at the 
top of page 308. Building materials in the past 6 months have increased by a 
larger percentage than building labor. Over the period from 1940, however, build- 
ing labor has increased by a greater percentage than building materials. The in- 
crease in the labor cost of building the house since 1940 is 215%, while the in- 
crease in the materials which go into the building is 170%. 


CONSTRUCTION COSTS 


INDEXES OF GENERAL BUSINESS AND REAL ESTATE 





Description 


Real estate activity Comparison to normal 


Mortgage activity 
Foreclosures 
Construction 


Rent index 
Wholesale building 
material prices 
Construction costs 
Wholesale prices 

Cost of living 
Stock prices 


Department store 
sales 

Industrial pro- 
duction 


1905-1918, 1933-1947 = 100 

No. per 100, 000 families 

No. of nonfarm dwelling units 
lst 6 months 

1923 = 100 

1947-1949 = 100 


6-room frame house (St. Louis) 

1947-1949 = 100 

1947-1949 = 100 

Dow-Jones averages - High 
Low 

1947-1949 = 100 


Federal Reserve index, 





1935-1939 = 100 


June 
1952 


+15.4 

176.4 
5.4 

565, 800 


105.5 
117.8 


$15, 850* 
111.2 
113.4 
274 .26 
262.09 
111 


211f 





June 
1953 


+18.8 

199.0 

5.2 
577,100 


110.3 
120.5 


$16, 376* 
109.4 
114.5 
269.84 
262.88 
116 


241f 




















THE SELLING PRICE OF EXISTING HOUSING 


HE charts below show an increase in selling price from May to June of 
1.7%. This is largely a seasonal movement, as will be seen by studying 
the chart for 1951, 1952 and 1953. 


The weakness in selling price this year is shown by comparing the seasonal 
movement in the first 6 months of 1953 with the first 6 months of 1952. It just 
happens that the January index in each year was 287. In 1952, from January to 
June there was an 8% increase in selling price, in contrast to an increase in selling 
price from January to June of this year of less than 3%. 


A house which in 1939 sold for $5,000, in January 1952 or January 1953 would 
have sold for $14,350. From January to June last year the selling price increased 


by $1,150, while this year in the same period the increase in selling price was 
only $400. 


This weakness in the first 6 months would seem to indicate that there might be 
a bigger drop this fall and winter in selling price than we experienced last year, 
although from June to December of last year we had a drop of $1, 700, or 11%. If 
this occurs, it will bring our index down to about 263 for December, and would re- 
sult in a December figure 15% below the peak of last year. 


REAL ESTATE SALES PRICE COMPARISONS IN JUNE 1953 
4 330 
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10 With preceding 
month +],.7% 


we 


INDEX 1939 = 100 
N 


REAL ESTATE SALES PRICE INDEX 


With same month 1953 
preceding year 


48 Z Probable selling 
Mla Date price of a house 
that sold for 
$5, 000 in 1939 
1939 $ 5, 000 
1940 (2nd half) 5, 500 


June ’52 & Oct. ’51 peak 15, 500 

With peak (October Dec. '52 13, 800 

1951 and June 1952) Jan. ’53 14, 350 

4.8 OF Feb. ’53 14, 
a <e Mar. ’53 14, 500 

Apr. ’53 14, 500 
May ’53 14, 500 
June ’53 14, 750* 


*Preliminary. 
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COMPARISON BETWEEN INCREASES IN LABOR COSTS AND 
MATERIAL COSTS OF STANDARD SIX ROOM FRAME HOUSE 


Copyright - ROY WENZLICK & CO. - 1953 








MATERIAL COST INDEX 


INDEX 1939 =100 


The stock market seems to be having some dif- 
STOCK MARKET ficulty in making upits mind at the present time. 

The level of the industrial average isvery slight- 
ly different than it was a year ago, although there has been considerable fluctuation 
in the intervening 12 months. 


There is a great deal of difference of opinion among stock market analysts 
at the present time. Some believe that the market is on the verge of a tumble, 
while others think that this is still a favorable buying point, and that the market 
may go considerably higher in the period immediately ahead. It is far more 
difficult to forecast short movements in the stock market than to forecast the move- 
ments of real estate. 


Department store sales follow very closely the 
DEPARTMENT fluctuations in national disposable income, and 
STORE SALES since national disposable income has been in- 

creasing during the past 12 months, department 
store sales have also increased. At the present time there seems to be some 
weakness in the sale of hard goods, as many appliances and other semidurables 
have gone into a buyers’ market. 


(cont. on page 311) 
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RESIDENTIAL RENTS 
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(cont. from page 308) 
The chart tothe =" Grice suupiNG VACANCIES® 
OFFICE BUILD-__ right showsof- “71 sSAee 
ING VACANCY fice building va- ' 
cancy as it has 
averaged in the principal cities of 
the United States from 1925 to the 
present. The red shaded area on 
this chart shows Government tenan- 
cy, and by Government is meant 
Federal, State and local. 


PER CENT VACANCY 


Vacancy increased very slightly 
during the past year, but is still at 
negligible levels. Even if all Gov- 
ernment space were considered va- Fone GATA TURNS 
cant (and the Government will never a 
contract its space requirements to 
zero), office building vacancy would still be less than 6. 5%. 


There is considerable variation in different cities in the office building situ- 
ation, running all the way from 9. 75% in Pittsburgh to microscopic levels in 
quite a few cities. 


The Federal Reserve index of industrial produc- 
INDUSTRIAL PRODUCTION _ tion for May of this year in contrast with May of 

a year ago (the last figures available as we go 
to press) showed an increase in the 12-month period of 14.2%. This favorable 
showing of industrial production is due to a large extent to the very low levels of 
a year ago. Labor difficulties last May resulted in a level of industrial production 
very much below the average for the year and, accordingly, the recent figures 
look high by comparison. 


The chart on the page opposite shows the fluc- 
INTEREST RATES tuations in the average mortgage interest rates 

on Manhattan Island and in St. Louis from 1893 
to the present. This chart is computed from the interest rates shown in the mort- 
gages as recorded. 


The city of St. Louis and the borough of Manhattan in New York are given 
for comparative purposes. The mortgages on Manhattan Island are primarily 
on large buildings, multistoried elevator apartments, large office and loft build- 
ings. These buildings would correspond more nearly to the buildings in the 
downtown sections of the average city and in the very high class residential 
neighborhoods. On the other hand, the mortgages recorded in St. Louis would 
consist almost entirely of single-family residences. It is quite interesting 
that the current figures on St. Louis show a slight drop, in spite of the general 
opinion of a big increase in mortgage interest rates. 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
July 1953 

















COMMERCIAL BUILDING - NO BASEMENT 
Content: 115, 850 cubic feet 
8,075 square feet 

Cost 1939: $19, 474 

(16. 8¢ per cubic foot; $2.41 per square foot) 
Cost today: $52, 308 

(45. 2¢ per cubic foot; $6.48 per square foot) 
INCREASE OVER 1939 = 168. 6% 


18-FAMILY BRICK APARTMENT 
(FRAME INTERIOR)* 
Content: 168,385 cubic feet 
13, 260 square feet 
Cost 1939: $ 60,300 
(35. 8¢ per cubic foot; $ 4.55 per sq. ft.) 
Cost today: $163, 053 
(96. 8¢ per cubic foot; $12.30 per sq. ft.) 
INCREASE OVER 1939 = 170.4% 





30-UNIT REINFORCED 
CONCRETE APARTMENT* 
Content: 303, 534 cubic feet 

21,372 square feet 

Cost 1939: $135, 000 

(44. 5¢ per cubic foot; $ 6.33 per sq. ft.) 
Cost today: $348, 209 

($1.15 per cubic foot; $16.29 per sq. ft.) 

, INCREASE OVER 1939 = 157.9% 





*Costs include full basement. 














